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Independent Directors of Legal Background: Supervise or Shield?
LV Rong-jie, HAO Li-xiao & WU Chao
(Hebei University of Technology, Tianjin 300401, China)

Abstract: Using the data of all publicly listed firms in China from 2010 to 2014, this paper examines weather
the independent directors of legal background affect the firm’s likelihood of committing frauds. The results show
that the independent directors of legal background are significantly negative to the firm’s reveal committing
frauds, but positive to the time of fraud detection. These results indicate that the independent directors of legal
background have not played a supervisory role, but a crime of shield role. In the further study, it is improved that
the independent directors of legal background shield the firm’s reveal committing frauds in the higher rule of
law index areas. The research results of this paper have filled the blank of the influence of individual director's
personal characteristics on corporate governance, provided a new direction for the inspection firm’s frauds and
contributed to make soft governance mechanisms.

Keywords: independent directors; legal background; corporate fraud; shielding; rule of law index
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